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JAMAICA KEY ECONOMIC INDICATORS 


INCOME, PRODUCT & EMPLOYMENT 


GDP at current prices (J$ millions)* 

GDP at 1974 constant prices (US$ millions) 
Population,mean ('000) 

Per capita GDP (in constant 1974 J$) 

Per capita GDP (in current US$) 

Average unemployment (%) 


OUTPUT OF MAJOR PRODUCTS (‘000 tons) 


Bauxite 10149 

Alumina 1458 

Sugar 357 

Cement 359 

Bananas (exports) 79 
MONEY SUPPLY AND PRICES 


Money supply, end of year (J$ millions) 343 
Consumer prices (Jan. 1975 = 100) 120.9 
Prime commercial lending rate (%) 11 


BALANCE OF PAYMENTS & TRADE 


Net foreign exchange reserves, end of 
year (USS millions) 
(J$ millions ) 
Public external debt at end of year 
incl. govt. guaranteed loans (US$ millions) 
(J$ millions )* 
Annual external debt service 
(inc. central govt. & govt. guarantees) 
(US$ millions) 
(J$ millions ) 
Balance of payments surplus of 
deficit (US$ millions) 
Balance on current account (US$ millions) 
Exports f.o.b. (US$ millions) 
U.S. share (%) 
Imports c.i.f. 
U.S. share (%) 


TOURISM 
Landed visitors ('000) 433 395 328 265 


*The U.S. -Jamaica exchange rate altered substantially after April 1977. The U.S. 
dollar was worth J$.91 until April 1977. It was then appreciated to J$1.25 and 
subsequently to J$1.28, J$1.35 and, in May of 1978 to J$1.55. In September 1978, it 
stood at J$1.6425. GDP data expressed in current prices cannot be converted at the 
official rate without substantially distorting the actual trend. 

*kConverted into U.S. dollars at the official rate of US$1.00=J$.909 over the period 
1974-76, and at the devalued "special" rate of US$1.00=J$1.25 for 1977. 





SUMMARY 


Jamaica is suffering from a serious balance of payments problem 
which became particularly acute in 1976 to 1977. Major factors 
responsible include the quintupling of oil prices since 1973; the 
undiversified nature of the export economy and the fact that prices 
for major export products have not risen as fast as the prices of 
imports; recession abroad; a nearly 40 percent decline in net tourism receipts 
since 1974; and an outflow of net private capital in place of the 
traditional capital inflow. 


A decline of 16 percent in the real GDP has occurred over 
1972-77. The drop in real per capita GDP is estimated at 22: percent over this 
period. Sharp declines were experienced in real investment spending 
while exports increased less rapidly than imports. Significant declines 
ocurred in mining, construction, and retail and wholesale trade. 


The country is confronting major economic problems including a 
serious foreign exchange crisis, inflation, a high unemployment rate, 
a breakdown of confidence in the private sector and emigration of 
skilled and managerial personnel. 


To confront its various economic problems, the Government of Jamaica 
(GOJ) has adopted a variety of corrective measures as part of a negotiated 
package of substantial foreign economic assistance from the IMF. In mid- 
1978, the Government of Jamaica and the IMF negotiated a three-year 
Extended Fund Facility agreement providing for IMF loans of about $250 
million over a three-year period, with substantial additional credits 
provided by commercial banks, international organizations and friendly 
governments (including the United States). 


The agreement provides for unification of the exchange rate, de- 
valuation, limits on bank credit expansion to both the public and private 
sectors, substantial tax increases and wage guidelines. The government 
has also announced a number of measures designed to restore private sector 
confidence and improve the investment climate. 





PART A - CURRENT ECONOMIC SITUATION AND TRENDS 
The Balance of Payments 


Jamaica has a serious balance of paymerits problem which goes back for 
several years but became particularly acute in 1976 and 1977. The data in 
Table 1 shows that Jamaica's balance of payments has been in deficit every 
year since 1972, with the exception of 1974. The overall deficit rose from 
US$74 million in 1975 to US$251 million in 1976, then declined to $73.5 
million in 1977. However, much of the improvement in 1977 was obtained 
through a tight squeeze on imports by means of import licensing and foreign 
exchange controls. Imports declined by 19 percent in 1976 and by another 
17 percent in 1977 in current dollars. The decline in real terms is much 
larger. This took a substantial toll in output, consumption, and employment. 
The real Gross Domestic Product (GDP) declined by 12 percent between 1975 
and 1977. 


Trends in the major items of the balance of payments are shown in 
Table 1. Note the following: 


a. Exports increased rapidly and consistently through 1975, declined 
sharply in 1976, and recovered partially in 1977. The sharp drop in 
1976 is due mainly to the drop in exports of bauxite and alumina. 

This drop is related in part to the U.S. recession and large U.S. 
inventories; and in part to the bauxite levy imposed in 1974 and which 
caused the bauxite-alumina companies to place greater reliance on 
alternative sources of supply. 


b. The export sector is still quite undiversified. The country's 

heavy dependence on bauxite and alumina, sugar, and bananas is illustrated 
in Table 2. Note that in 1977, bauxite and alumina constituted 74 per- 
cent of the country's total export earnings while sugar and bananas 
accounted for another 10 percent. 


c. There is little growth in sugar and banana exports between 1976 
and 1977. The whole increase in total exports (about US$100 million) 
is due to the increase in bauxite and alumina. 


d. Imports dropped by 32 percent between 1975 and 1977, reflecting 
the adoption of a tight import licensing and foreign exchange control 
system,as well as the drop in the output of goods and services (real 
GDP). 


e. Tourism is an important source of foreign exchange earnings. The 
country has excellent beaches, climate, and resort hotels. Yet, net 
tourism receipts declined by 40'percent and the number of tourism arrivals 
(other than cruise passengers) by 37 percent between 1973 and 1977. 

This decline is partly related to the U.S. recession and partly to 
unfavorable (and perhaps exaggerated) press reports on crime in Jamaica. 
However, the Dec. 77 - April 78 winter season recorded a sharp revival 

in tourism and expectations are high (on the strength of bookings) that 
the 78-79 season will be equally good. An aggressive sales program 
including attractive package rates contributed to the recovery. Still, 





tourism earnings in 1977 were still significantly below the 1973-74 
peak years. 


f. The deficit on current account which reached a peak of US$303 
million in 1976 declined to $68 million in 19,7 both as a result of 
the expansion in bauxite and alumina exports and the forced cutback 
in imports. 


g. A substantial capital inflow on private account occurred through 
1975, then turned into a net outflow in 1976. The outflow is believed 
to have been substantially larger than that reflected in the official 
figures in Table 1 because these exclude illicit foreign exchange 
transactions. “The current outflow is related to many factors, in- 
cluding the unprofitability of many business concerns, the foreign 
exchange crisis, the crime situation and the general climate of 
economic uncertainty. 


Many factors have contributed to the country's difficult balance of 
payments situation and to the foreign exchange crisis that it is ex- 
periencing. These include the quintupling in the price of oil since 1973; 
the undiversified nature of the export economy and the fact that the 
prices for major export products have not risen as fast as the prices of 
imports; the nearly 40 percent decline in net tourism receipts since 
1974; recession abroad; an unsustainable level of consumption in Jamaica; 
and the substitution, since 1975, of a significant net private capital 
outflow for the traditional capital inflow. 


A GDP and Production 


A substantial decline in the real GDP has occurred since 1972. The 
data in Table 3 shows that the trend has been continuously downward: over 
this five-year period, the decline was 15.5 per cent. The drop in real 
per capita GDP was 22 percent over this same period. The breakdown of 
GDP by final expenditures shows a sharp drop in real investment spending 
(gross fixed capital formation), while exports of goods and services 
increased less rapidly than imports. The breakdown of GDP by economic 
activity shows that significant declines occurred in mining, construction, and 
retail and wholesale trade; relatively small declines occurred in manufacturing, 
real estate rentals and services; agriculture held its own; while increases 
obtained only in government services and transportation, storage (port 
transshipment and warehousing services) and communication, and in finance 
(banks, insurance companies). 


Data on the production of major commodities are presented in Table 4. 
Note the steady decline since 1974 in the production of bauxite and alumina, 
which is attributed both to world recession and to the imposition of the 
bauxite levy which reduced the competitiveness of Jamaica's bauxite; and the 
decline in sugar and banana production since the early 1970s. 


The sugar industry is confronting serious problems. Sugar production 
was adversely affected by "Sugar smut" disease which was recently discovered 
in Jamaica and by a severe drought which began in 1975 and continued until 





November 1977. Other problems included strikes and rising labor costs 
while prices plummeted in 1976. The industry was thus caught in a 
price-cost squeeze. 


While the Government of Jamaica has put considerable emphasis on 
the development of banana exports in recent years, the results have been 
disappointing. Major reasons include the droughts of 1975-76, the 
shortage of labor in this relatively low-wage industry, and the problem 
of theft in the fields that producers have been unable to check. 


35s Major Economic Problems 


a. The Foreign Exchange Crisis: The country's balance of payments 
situation has led to a foreign exchange crisis which continued to deteriorate 
through mid-1978. In January 1977 the government intensified its exchange 
and trade restrictions: all imports were subject to a license issued by 
the Trade Administrator and to approyal for a foreign release by the 
Bank of Jamaica. A US$74 million stand-by agreement with the IMF was 
negotiated in July of 1977. Failure by the government to meet some of the 
IMF targets resulted in the suspension of the IMF agreement in January 1978, 
which led, at the same time, to suspension of the right to draw down the 
IBRD loan as well as a $32 million loan package arranged by a private 
banking consortium. A new IMF agreement (for an Extended Fund Facility) 
was negotiated during February-May 1978, and entered into force in July 
(see Section 4 below). 


b. Inflation: The Consumer Price Index for Jamaica increased by 14 
percent during the 12 —month period ending in December of 1977, and 
climbed to an annual rate of 59 percent during the first six months of 
1978. The country's high and accelerating inflation rate in recent years 
is due in part to the expansion in money supply fed by government budgetary 
deficits (discussed below). In 1977 and 1978, major contributors to the 
inflation were the substantial devaluations that are an integral part 
of the GOJ-IMF agreement negotiated in mid 1977 and again in May 1978. 


c. Unemployment: Despite the fact that the reduction of the un- 
employment rate is one of the government‘s highest priorities, the un- 
employment rate has actually risen since October 1972, when it stood at 
22.8 percent. It is now at about 24 percent according to official estimates. 
Unofficial estimates put the figure at around 30 percent. While employment 
in the public sector has actually expanded significantly in recent years, 
the overall unemployment problem has proved intractable because of the rapid 
increase in the labor force and the substantial decline in economic activity 
in the private sector, particularly in the area of private investment. 


d. Strikes and Wage Increases: Labor is highly organized particularly 
in manufacturing, transport, and utilities. During 1977 and the first half 
of 1978, there have been strikes or other forms of work stoppages in a 
number of industries, including sugar, cement, tobacco, flour mills, urban 
and gasoline transportation, garbage collection, public education, and air 
services. However, there has been a substantial reduction in labor strife 
during June-September 1978. The average wage in manufacturing increased by 





118 per cent between 1972 and 1976, compared with 92 percent in the 
Consumer Price Index. Productivity in real terms in the manufacturing 
sector remained approximately constant during the period. 


e. Budget Deficits: Partly as a result of a relatively inelastic 

revenue system, but mostly owing to rapid increases in both recurrent 

and capital expenditures, the government's budgetary deficit increased 
substantially between fiscal years 1972 and 1978. On current operations, 
the government's J$32 million surplus in 1972 became a J$202 million 
deficit in FY 78. The overall deficit in the budget (recurrent plus 
capital expenditures) increased from J$53 million in FY 1972 to J$587 
million in 1978 (see Table 5). This deficit was financed in large part 

by the domestic commercial banking system, which contributed substantially 
to the expansion of the money supply, consumption, and inflation. 


f. The Confidence Crisis: A number of factors have acted to undermine 
private sector confidence in recent years: these include tight restrictions 
on imports, travel funds and capital transfers; uncertainty over government 
intentions; the high crime rate in Kingston; and the profit squeeze 
resulting from rapidly rising costs and a shrinking market. 


4. Government's Efforts to Cope 


To confront its balance of payments problem, the Government of 
Jamaica has embarked on a program involving exchange, trade, and incomes 
policies, and has negotiated a package of substantial foreign economic 
assistance. In January 1977, the government intensified its exchange and 
trade restrictions. The Jamaican dollar was devalued (from US$1.00 equals 
J$.91 to US$1.00 equals J$1.25) and a dual exchange rate system was 
instituted in April of 1977. Subsequent devaluations occurred in October 
1977, and again in January and May 1978. In May, the two rates were unified 
at US$1.00 equals J$1.55. Further devaluations at the rate of 1 to 1.5 
percent a month were announced, which would raise the value of the U.S. 
dollar in relation to the Jamaican dollar by another 15 percent between 
June 1978 and June 1979. 


In mid 1977, the Government of Jamaica negotiated a standby agree- 
ment with the International Monetary Fund involving a credit. of SDR 64 
million (about US$75 million). The agreement was suspended in January 1978 
on account of the GOJ's failure to meet some of the targets on which the 
agreement depended. Negotiations between the Government of Jamaica and 
the IMF on a new agreement (a three-year Extended Fund Facility) resumed in 
February 1978 and concluded in May 1978. The agreement provides for an 
IMF credit facility of SDR 200 million over a three-year period (equivalent 
to about US$250 million), provides for the devaluation described above, 
limits the budgetary deficit by providing for substantial tax increases, 
establishes strict controls on credit expansion and the contraction of 
further short-term loans, and establishes wage guidelines. Additionally, 
the government announced a number of measures designed to restore private 





sector confidence and improve the investment climate. 


The government has set expansion in the production of basic food- 
stuffs (to achieve self-sufficiency to the extent possible), rural 
development and employment generation as its major objectives, and 
with the help of long-term financing from a number of friendly govern- 
ments* and the international agencies,** has launched a number of 
projects to achieve its objectives. 


PART B - IMPLICATIONS FOR THE U.S. 


Jamaica is a close neighbor in the Caribbean and an English- 
speaking, parliamentary democracy which has developed increasingly 
close ties to the United States in the post World War II era. U.S. - 
Jamaica relations assumed importance even before the island nation's 
independence in 1962 and the direction of Jamaica's economic and 
political development will have a significant impact on American 
interests. 


Trade 


Over the past few years, the U.S. share of the Jamaican import 
market has been relatively stable within the 35-37 percentile range. 
However, in volume and value terms the Jamaican market has contracted 
sharply in this period (see Table 6). As a consequence, U.S. 
suppliers, along with others, have seen their total sales decline. 
This trend has been acute in certain product categories. Government 
import restrictions on consumer goods, particularly luxury items, 
e.g. automobiles, remain in effect and are not likely to be eased 
substantially before 1981. However, Jamaica's manufacturing sector 
depends heavily on imported raw materials, and the nation continues to 
rely on imported foodstuffs despite recent emphasis on agriculture. 
This would suggest good prospects for these items despite general 
stagnation in trade opportunities. 


*Major governments providing bilateral economic assistance and 
substantial credit lines include the U.S., Venezuela, the U.K., 
Canada, Mexico, Norway, Holland,and Hungary. 


**Including the International Bank for Reconstruction and Development, 
the International Development Bank, the Caribbean Development Bank, 
and the Caribbean Group. 





The IMF facility has reestablished access to foreign exchange 
that had been almost totally closed off. Nonetheles:;, the foreign 
exchange situation will remain extremely tight until production and 
exports can regain momentum. Ultimately, foreign investment flows 
may resume, although this is unlikely to approach the bauxite boom 
levels of the 1950s and 1960s. 


All imports are now licensed by the Trade Administrator's Office. 
The Bank of Jamaica maintains that payments on imports approved since 
mid-1978 are current and that import arrears will soon be something 
of the past. Exporters to Jamaica may therefore experience fewer 
frustrations and delays in obtaining payment in convertible currency 
than has been the case in recent years. U.S. exporters should ensure 
that their Jamaican customers have the necessary import license before 
shipping goods. An irrevocable letter of credit has become the 
standard method of doing business. 


Ze Trade Opportunities 


As noted earlier, the financial crisis of the Government of 
Jamaica has been eased by the IMF arrangement. In addition, several 
foreign governments have extended financial assistance, including 
lines of credit subject to varying conditions. In response to Jamaica's 
economic plight, the U.S. bilateral aid program has been expanded 
substantially since 1976. Over the 1970-1976 period, the USAID loan 
program averaged $5 - 6 million per annum, but will operate at a $20-30 
million annual rate in U.S. fiscal year 1977-1979. Major areas of 
U.S. economic assistance include agriculture and rural development, 
health and nutrition, food assistance under the PL 480 Program, and a 
$95 million Commodity Import Program to help provide essential foodstuffs, 
raw materials, and capital goods to reduce production bottlenecks and 
alleviate budgetary and balance of payments pressures. Trade Opportuni- 
ties which arise from the USAID Program are announced through the 
Department of Commerce as they develop. 


a Bauxite/Alumina 


Relations between the Government of Jamaica and the bauxite/alumina 
companies continued to improve in 1977 and 1978. The government reached 
a participation agreement in September 1978 with Alcan, following earlier 
such agreements with Alcoa, Kaiser and Reynolds. Outstanding is an 
agreement with ALPART, a consortium of Kaiser, Reynolds and Anaconda. 

On August 25, 1978 a panel of arbitrators announced their ruling in a 
$90 million claim brought by Revere Copper and Brass against the Overseas 
Private Investment Corporation (OPIC) under Revere's expropriation 
insurance coverage of its investment in bauxite and alumina operations 

in Jamaica. The panel of three unanimously agreed with OPIC in rejecting 
Revere's claim that Jamaican Government actions, principally the bauxite 
levy introduced in 1974, amounted to expropriatory action. By a two-to 
one majority, the panel did, however, award Revere $1.3 million on the 
grounds that Jamaican actions constituted a repudiation of the 1967 
agreement with Revere and an interference with control of the enterprise. 





4. Investment 


The book value of U.S. direct investment in Jamaica is estimated at 
approximately US$590 million with about 56 percent of this amount in mining 
and smelting and 39percent in manufacturing, y.S. investment has been at a 
virtual standstill owing to the completion of bauxiteyaiumina investment 
programs by U.S. companies, the slowdown in general business activity, 
and not least, uncertainties over the future of the Jamaican economy, 
in part stemming from concerns over the government's political philosophy 
and priorities. The government has recently reaffirmed its conviction 
that the private sector has a major role in the nation's economy. It 
has also issued guidelines welcoming foreign investment, particularly 
in the form of joint ventures with local private or public interests. 
Investment is especially sought which increases foreign-exchange 
earnings or savings, contributes to income and employment generation 
or which transfers technology or know-how to Jamaica. Government 
policy allows for remittance of profits and dividends, repatriation of 
capital and payment of fees, etc., but written understandings are 
advisable in this period of tight exchange controls. 


Government legislation provides industrial incentives and special 
encouragement for export industries. A Free Zone area has been 
established adjacent to the modern port facilities in Kingston to 
provide ease of operation for export-oriented industries. Jamaica is 
a member of CARICOM (Caribbean Community and Common Market), and 
qualifies under the terms of the U.S. GSP (Generalized System of Pre- 
ferences) and the Lome Convention with the European Economic Community. 
As such, special export opportunities exist for access to the English- 
speaking Caribbean and U.S. markets and the European Common Market. 





TASLE J 


THE BALANCE OF PAYMENTS 


(millions of current USS) 


Weir2 LoS 


Balance of Trade pee ~283.7 


a. Exports 3326.6 Bi Pa 69:36 


b. Imports (c.i.f) 326;.2 676.6 935.9 


Services (net) 42.0 .6 
a. Foreign Travel D4 
b. Investment Income 


Other eS 
Transfers (net) 24.6 
a, FPrivate 30.5 
Bb. Official - 5.9 


Current Account Balance -129.9 


Net Capital Movements 65.8 
(Excluding Special Inflows) 


a. Official 20.5 
b. Private 5s 3 


Overall Balance -63.2 
Errors & Omissions LO. 1 
Special Inflows 


Change in Reserves 
(increase = minus) 


Sources: For 1972-75, Bank of Jamaica, Balance of Payments of Jamaica, 1976, with 
figures converted into U.S. dollars at the old official exchange rate. 


For 1976-77, unpublished estimates from the Bank of Jamaica. 





TABLE 2 


EXPORTS (f.0.b.) (USS$mn.) 


Provisional. 
1976 1977 


TOTAL EXPORTS 659.7 760.2 


Bauxite & Alumina 433 < 563. 
Sugar 61. Sen 
Bananas 13; 14.3 


Other 


PERCENT COMPOSITION 
Bauxite & Alumina 
Sugar 

Bananas 


Other 


Source: Unofficial Estimates of the Bank of Jamaica as of 
May 4, 1978 
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TABLE 4 


OUTPUT OF SELECTED MAJOR COMMODITIES, 1972-77 





1974 = 1975 1977 


Bauxite (thousands of 
long dry tons) Lee é 15,086 | 11.265 


Alumina (thousands of 
long dry tons) 203 2,806 d ] 1,644 


Sugar (in thousands 
of long tons) 


Bananas (for export) 


Source: Bank of Jamaica, May 1978 (mimeographed report) 





TABLE 5 
SUMMARY OF REVENUES AND EXPENDITURES 
OF THE CENTRAL GOVERNMENT 
(in millions of J$) 
Fiscal Year Ended March 31 


1972 1976 1977 1978 (Actual) 


Total recurrent revenues 244.4 517.6 520.4 522 <4. 


Transfers from Capital 
Development Fund 


Total recurrent expenditures 


Surplus (Deficit) on current 
account i ‘ (164.3) 


Capital receipts (excluding 
receipts of loans) 


Capital Expenditures 
Overall Net Deficit 


Financing of Overall Net Deficit 
Loan receipts 


(Surplus) Deficit after loans 


Source: Bank of Jamaica, mimeographed draft report of June 1977 and Statistical 


Digest, May 1978, Table 34 





TABLE 6 


MAJOR EXPORTS TO THE U.S. 





(in thousands of J$) 











SITC SECTIONS 





SSS 
Total Exports 307,701 5 236,094 308 ,076 
1. Food : 19,900 9,609 
2. Crude materials, 


inedible except 
fuels 199,152 279,165 





Beverages & tobacco 7,035 8,943 


Miscellaneous manu- 
factured articles 4,91! d 4,689 


Other 5,670 

















MAJOR IMPORTS FROM THE 








SITC SECTIONS 





Rss 
Total Imports 299 ,917 38% 308 , 331 281,319 
1. Food | 71,020 : 65,580 44,808 
2. Manufactured articles 


classified chiefly by 
materials | 73,517 80,565 





Machinery & transport 
equipment 63,010 120,397 


Chemicals | 45,628 59,075 














Other | 46,742 62,682 





Source: External Trade, 1975, 1976, 1977 








EXPORTS TO THE U.S. 





All countries 664,446 740,568 574,995 4075353 


U.S.A. 307,701 | (46.3) 273,500 |(36.9)| 236,094 308 ,076 














IMPORTS FROM THE U.S. 











h 1977 
= 








850,781 1,021,412 829,785 | “ 781,639 


299,917 | (35.3) 382,311] (37.4)} 308,331 | (37.2)| 281,319} (36.0) 

















Source: External Trade, 1977, 1976 and 1975 
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MARKET SHARE REPORTS can help fill your export information 
gap. These easy-to-read reports will help you pinpoint new sales 
prospects in a wide range of markets. You'll use them extensively 
to identify overall foreign trade trends in manufactured goods and 
to compare your own performance in world markets with that of 
other traders. 


MARKET SHARE REPORTS give detailed commodity and country 
breakdowns and easy-to-reference comparative trade figures for the 


U.S. and other major suppliers. And the five-year spread of data on 
trade in nearly 900 commodities gives a precise picture of changing 
levels of import demand and shifts in the relative competitive posi- 
tions of exporting countries. a 


of 
Germ 
MARKET SHARE REPORTS for 1972-1976 are offered in two di. 
series— 


88 Country Reports—each covering a leading importing nation. 7 
$4.75 each. ae 


1972-76 


885 Commodity Reports—with data on exports from the U.S. and niall 
13 other major exporting countries. $3.25 each. 
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